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Gentlemen: 

We have considered your application for exemption from Federal income tax 
as an organization described in section 501(c)(4) of the Internal Revenue 
'code of 1954. 

The Internal Revenue Service takes the position that in order for an 
organization to qualify for exemption from Federal income tax as a social 
welfare organization described in section 501(c1(4) of the Code, it must 
be primarily engaged in promoting in some way the common good and general 
welfare of the community as a whole. 

The Income Tax Regulations section 1.501(c)(4)-l(a) states that a civic 
league or organization described in section 501(c)(4)'aay be exempt if it 
is not organized or operated for profit-and it is operated exclusively 
for the promotion of social welfare. The Regulations describe social 
welfare activities as promoting in some way ;he common'good and general 
welfare of the people of the community. An organization coming within 
the purview of this section is one which is operated exclusively for the 
purpose of bringing about civic betterments and social improvements. 

Internal Revenue Ruling 74-17, Internal Revenue Bulletin 1974:1, page 
130, provides that an organization formed by the unit owners of a 
condominium housing project to provide for the management, maintenance 
and care of the common areas of the project, a8 defined by State statute, 
with the membership assessments paid by the unit owners docs not qualify 
under section 501(c)(4) of the Code. The services provided constitute 
private benefits not within the purview of section 501(c)(4) of the Code. 

This ruling may be distinguished with Revenue Ruling 74-99 which provides 
that a honeowners' association, to qualify for exemption under section 
501(c)(4) of the Code, (1) must serve a "comunity" which bears a 
reasonable recognizable relationship to an area ordinarily identified as 
governmental, (2) it must not conduct activities directed to the exterior 
maintenance of private residence, and (3) the common area or facilities 
it owns and maintains must be for the use and enjoyment of the general 
public. 

Since you provide services,to your membership, as described in Revenue 
Ruling 74-17, rather than serving in a similar capacity to a governmental 
unit, as described in Revenue Ruling 74-99, you do not qualify ior 
exemption under section 501(c)(4) of t'xe Code. 



*****  ****** ********** * * * * * * * * *  * *   
Page 2 

A f t e r  c a r e f u l  consideration of t h 5  ev idence  submi t t ed ,  we have concluded 
t h a t  you a r e  n o t  p r i m a r i l y  engaged i n  promoting t h e  common good and 
g e n e r a l  w e l f a r e  of t h e  people of t h e  community and,  t h e r e f o r e ,  you a r e  
n o t  o p e r a t i n g  e x c l u s i v e l y  f o r  t h e  promotion of s o c i a l  we l fa re .  
Accordingly ,  we ho ld  t h a t  you do n o t  q u a l i f y  f o r  exemption from F e d e r a l  
income tar a s  a s o c i a l  w e l f a r e  o r g a n i z a t i o n  d e s c r i b e d  i n  s e c t i o n  
5 O l ( c ) ( 4 )  of t h e  I n t e r n a l  Revenue Code of 1954, 

T h e r e f o r e ,  we h o l d  t h a t  you a r e  n o t  exempt  fro^ F e d e r a l  income t a x  a s  a n  
o r g a n i z a t i o n  d e s c r i b e d  i n  s e c t i o n  501(c ) (4 )  of t h e  I n t e r n a l  Revenue Code 
of 1954. 

I f  you a r e  i n  agreement  w i t h  t h i s  proposed d e t e r m i n a t i o n ,  we r e q u e s t  t h n t  
you s i g n  and r e t u r n  thd  enc losed  agrccment Form 6018. P l e a s e  n o t e  t h e  
i n s t r u c t i o n s  f o r  s i g n i n g  on t h e  r e v e r s e  s i d e  of e h i a  form. 

I f  you a r e  n o t  i n  agreement w i t h  t h i s  proposed d e t e r m i n a t i o n ,  we 
recommend t h a t  you r e q u e s t  a h e a r i n g  w i t h  o u r  o f f t c e  of Regional  Dxrec tor  
of Appeals.  Your r e q u e s t  f o r  a h e a r i n g  should  i n c l u d e  a  w r i t t e n  ap;,eal 
g i v i n g  t h e  f a c t e ,  law, and any o t h e r  i n f o r m a t i o n  t o  suppor t  your p o a i t i o n  
as exp la ined  i n  t h e  enc losed  P u b l i c a t i o n  892. You w i l l  t h e n  be cont l lc ted  
t o  a r r a n g e  a  d a t e  f o r  a  hea r ing .  The h e a r i n g  may be h e l d  a t  t h e  o f f i c e  
of  Reg iona l  D i r e c t o r  of Appeals o r ,  i f  you r e q u e s t ,  a t  a  mutual ly  
conven ien t  District Of f i ce .  A se l f - addres sed  envelope  i a  e n c l o s e d ,  

S i n c e r e l y  your s ,  

D i o t r i c t  D i r e c t o r  

Enclosures :  
P u b l i c a t i o n  892 
Form 6018 


